APPENDIX A
lumps of gold to be hoarded in the vaults of banks.
Others are spent in sheer gambling in securities and
commodities. Others just do nothing, like the un-
fortunate workers they ought to be providing with
tools. In other words, capital itself is not doing the
whole of its job.
One of the main reasons why people with savings
are unable to invest their money in real, productive
industry is that they are rightly afraid that such
investment will not "earn" any profits. In other words,
they lack confidence. Then again, the taxation of the
profits of a rich man is so steep that he will not invest
his money unless the expected profits are going to be
so great as to compensate him for his losses by way of
taxation. Thus, the higher the rate of taxation, the
greater the tendency of people to spend their savings
rather than invest them in industry. Taxation has the
effect of reducing the profitability of all investment,
especially such as involves a risk, and causes many
people to spend their money on useless luxuries, rather
than upon useful capital goods. That is the reason
why there is a limit to direct taxation beyond which a
capitalist government cannot go, however many
Socialists are in the cabinet. Any increase in taxation
beyond a certain point must cause a loss of confidence
in the minds of investors. On the otiher hand, it is
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